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TO THE SHAREHOLDERS 


Earnings for the fiscal year ending December 31st, 1969 
amounted to $396,720.00, and increase of 5%4% over the previous year. 


Gross revenue from Northern Operations was up slightly; 
however, contrary to 1968 year-end results, the Northern Operation 
contributed very little to 1969 profits. We have confidence, however, 
in again realizing good profits from this operation during 1970 as our 
bookings of Northern fleet aircraft during this coming year are at an 
all-time high and 1969 operational problems have been corrected. 


Fixed assets acquisition totalled $1,977,778 during 1969 of 
which $732,369 was for Boeing 707-320C series engines, rotables and 
support equipment. The balance of an Industrial Development Bank 
loan of $800,000 was drawn down for the purchase of two 300 Series 
De Havilland Twin Otter aircraft costing $1,096,329. As a result the 
Series 100 Twin Otter and a Bristol 170 Freighter aircraft were surplus 
equipment and were sold in 1969. 


These capital expenditures in excess of cash flow increased our 
working capital deficit. This had been foreseen and adequate cor- 
rective financial arrangements were established last fall. In addition 
to our normal bank assistance, a major supplier provided long term 
credit, as they have done during many previous winter periods. To 
alleviate our working capital deficit, a very minimum of asset acqui- 
sitions is planned during 1970. 


In accepting delivery of a second 183-seat 707-320C aircraft 
from The Boeing Company during April of 1969 and dry leasing our 
110 seat Boeing 727 aircraft to Braniff Airways for a one-year period 
commencing in that same month, we increased our available seats in 
international service by 25%. The Boeing 727 dry lease rate received 
from Braniff more than covered our lease expenditure on this aircraft 
and contributed very acceptable allowances to our overhaul reserves. 


By year-end, Wardair was operating 9 aircraft: 2 pure jets in 
international operations; 2 turbo-prop and 5 propeller type machines 
in domestic operations. 


It is interesting to recall that Wardair acquired its first pure 
jet aircraft less than five years ago — and with the return of the Boeing 
727 in April 1970, will be operating 485 seats per day on round-trip 
flights between Canada and Europe, predicated on a 27-day operational 
month (excluding aircraft maintenance down-time). 
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Traffic 
9c 
Salaries 
20c 
Retained 
Earnings 3c 
Interest and 6c 
Taxes 
9% 
Depreciation 
7c 


Aircraft 
Maintenance 


16c 


39c 
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The capability to convert our Boeing 707’s to freight configuration 
enabled us to share in the expanding international air freight market 
for the first time during the latter part of 1969. We expect air freight 
to be an ever-increasing revenue producer for this company. 


By year-end 1969 traffic from winter inclusive tour operations 
to Hawaii and Mexico destinations had increased by 50% over the 
similar period of 1968 and this growth rate has continued into 1970. 


Although negotiations with Spanish Government (Civilair) author- 
ities, which commenced in July 1969, indicated we would be permitted 
to operate an inclusive tour programme into that country during 
February and March of 1970, formal permission was not forthcoming 
and forced cancellation of a ten-flight pilot programme from Canada 
to Torremolinos. 


Although press reports emphasized the cancellation of the 
Wardair flights, all Canadian carriers are equally affected by the 
Spanish Government's stand respecting the future operation of charter 
flights or inclusive tour flights into their country. This action has forced 
Canadian charter traffic destined for Spain into departing from United 
States’ points on United States’ charter air carriers. 


Canadian carriers are required to negotiate their landing per- 
mission at all foreign destinations and we are involved in discussions 
with both the Canadian and Spanish Governments on the matter of 
landing rights in Spain. 


Due to the excellent co-operation of the hotels in Spain, with 
which the tour operator was dealing, and the excellent assistance of 
the Spanish Tourist Board, all hotel deposits are being returned to the 
tour operator and Wardair’s loss on the cancellation of this programme 
was confined to the travelling expenses of its personnel visiting Madrid. 


| wish to conclude this report by pointing out to shareholders 
that holiday travel is the most significant growth area in the transporta- 
tion industry and that the leisure market as a whole continues to show 
significant growth. Your Company is well ensconced in both “travel” 
and “leisure” and as such, the future of this Company is very bright 
indeed. 


Maxwell W. Ward, 
President. 


WAR DAIR CANADA LTD. 


PARTICIPATION AND GROWTH 


CANADIAN TRANS-ATLANTIC PRO-RATA CHARTER MARKET 


(By Dollar Value) 


1969 

PARTICIPATING CARRIERS DOLLARS PERCENTAGE 
Canadian Scheduled Carriers $10,418,037 25.1% 
Canadian Regional Carriers TAP S| 9.1% 

$14,190,168 34.2% 
Wardair Canada Ltd. 9,935,241 23.9% 
Total participation by Canadian Carriers $24,125,409 58.1% 
Foreign Scheduled Carriers $ 7,623,378 18.3% 
Foreign Non-Scheduled Carriers 9,831,584 23.6% 
Total participation by Foreign Carriers $17,454,962 41.9% 
Total Value of all Carriers $41,580,371 100.0% 
Growth in Traffic over prior year—all carriers 58.3% 
Growth in Traffic over prior year—Wardair 31.6% 


Source: Canadian Transport Commission Charter Flight Approvals. 


1968 

DOLLARS PERCENTAGE 

§ DH 218 9.6% 
3,690,852 14.1% 
$ 6,222,065 23.7% 
7,549,077 28.7% 
$13,771,142 52.4% 
$ 5,127,760 19.5% 
7,373,158 28.1% 
$12,500,918 47.6% 
$26,272,060 100.0% 
48.3% 

81.7% 


1967 
DOLLARS PERCENTAGE 
$ 2,542,953 14.4% 
947,799 5.3% 
$ 3,490,752 19.7% 
4,153,812 23.5% 
% 7,644 564 doe 
$ 5,415,490 30.6% 
4,651,186 26.2% 
$10,066,676 56.8% 
$17,711,240 100.0% 
215.4% 
22.4% 


WARDAIR CANADA LTD. 


STATEMENT OF EARNINGS AND RETAINED EARNINGS 


FOR THE YEAR ENDED DECEMBER 31, 1969 


(Note 1) 
1969 1968 


OPERATING REVENUE $12,971,259 $ 9,094,465 


OPERATING EXPENSES 
Flying operations UL VRS ITI 5,483,212 
Aircraft, traffic and passenger services 1,880,512 1,228,051 
Sales and promotion 841,198 517,783 
General and administrative 583,944 439,230 
Depreciation and amortization 1,098,807 671,814 


11,928,237 8,340,090 


Income from operations 1,043,022 754,375 
INTEREST ON LONG-TERM DEBT 598,049 492,637 
444,973 261,738 


OTHER INCOME LESS EXPENSE 42,425 115,135 


Earnings before income taxes 487,398 376,873 
Provision for income taxes (note 7) 90,678 = 


NET EARNINGS (note 7) 396,720 376,873 
Retained earnings at beginning of year 2,237,928 1,861,055 


RETAINED EARNINGS AT END OF YEAR $ 2,634,648 $ 2,237,928 


The accompanying notes are an integral part of this financial statement. 


BALANCE SHEET AS 


WARDAIF CANADA LTD. ‘haa 
ASSETS 7 [2 26 
CURRENT ASSETS 2 
Cash $ 
Accounts receivable — trade 638,210 
— other S299 


Inventory of materials and supplies, at the 
lower of cost and net realizable value 


718,447 


Prepaid expenses and deposits 459,261 
2,552,443 
FIXED ASSETS, at cost 
Flight equipment 13,486,820 
Land, buildings and equipment 1,317,346 
14,804,166 
Accumulated depreciation (note 2) 2,626,641 
WWW SE 
OTHER ASSETS (note 3) 
Advances and deposits 366,758 
Deferred charges 730,411 
1,097,169 
Signed on behalf of the Board 
MAXWELL W. WARD, Director 
M. D. WARD, Director 
$15,827,137 


The accompanying notes are an in 


DECEMBER 31, 1969 


LIABILITIES 


CURRENT LIABILITIES 


Bank indebtedness (secured by a 7% Fixed Charge Debenture) 
Accounts payable and accrued liabilities ($800,000 secured 
by chattel mortgage) 
Charter prepayments 
Current maturities on long-term debt 


PROVISION FOR AIRCRAFT OVERHAUL 


LONG-TERM DEBT (note 4) 


SHAREHOLDERS’ 
CAPITAL STOCK (note 5) 


Authorized 
5,000,000 common shares of no par value 


Issued 
3,237,400 shares (1968 — 3,235,400 shares) 


RETAINED EARNINGS 


| part of this financial statement. 


1969 


$ 1,250,000 


=27S4 201 
523,844 
885,000 

5,000,045 
706,393 


6,472,775 


EQUITY 


1,013,276 


2,634,648 
3,647,924 


$15,827,137 


(Note 1) 
1968 


$ 200,000 


2,051,246 
170,749 
845,000 

3,266,995 
553,119 


6,577,741 


1,003,276 


2,237,928 
3,241,204 


$13,639,059 


WARDAIR CANADA LTD. 
STATEMENT OF SOURCE AND APPLICATION OF FUNDS 


FOR THE YEAR ENDED DECEMBER 31, 1969 


(Note 1) 
SOURCE OF FUNDS pee nA 
Net earnings $ 396,720 . $ 376,873 
Non-cash charges 
Depreciation 1,042,407 625,281 
Amortization of deferred charges 56,400 46,533 
Provision for overhaul 153,274 292,056 
Funds provided from operations 1,648,801 1,340,743 
Proceeds from issue of 834% Debenture 800,000 4,200,000 
Proceeds from issue of 62% Convertible 
Debenture — Series A _ 400,000 
Issue of common shares less agency fees — 108,460 
Sale of fixed assets net of gains and losses 363,823 51,988 
Reclassification of loan payable to a director — 200,000 
Other _— 41,972 
2,812,624 6,343,163 
APPLICATION OF FUNDS 
Fixed asset acquisitions 1,888,431 ThA Ey Xe 
Advances and deposits 158,041 298,196 
Deferred charges incurred 397,909 299,065 
Current maturities on long-term debt 885,000 845,000 
Payments on long-term debt 9,966 460,000 
3,339,347 9,615,828 
(526,723) (3,272,665) 
Funds appropriated and restricted at December 31, 
1967 for payments under flight equipment 
purchase contracts _ 1,550,052 
DECREASE IN WORKING CAPITAL (526,723) (1,722,613) 
Working capital (deficiency) at beginning of year (1,920,879) (198,266) 
WORKING CAPITAL (DEFICIENCY) AT END OF YEAR $(2,447,602) $ (1,920,879) 


The accompanying notes are an integral part of this financial statement. 


WAR DAIF? CANADA LTD. 


AUDITORS’ REPORT 


To The Shareholders 
Wardair Canada Ltd. 


We have examined the balance sheet of Wardair 
Canada Ltd. as at December 31, 1969 and the statements 
of earnings and retained earnings and source and applica- 
tion of funds for the year then ended. Our examination 
included a general review of the accounting procedures 
and such tests of accounting records and other supporting 
evidence as we considered necessary in the circumstances. 


Except for the effect of additional income taxes on 
earnings and retained earnings as explained in note 7, in 
our opinion these financial statements present fairly the 
financial position of the company as at December 31, 1969 
and the results of its operations and the source and applica- 
tion of its funds for the year then ended, in accordance with 
generally accepted accounting principles applied on a basis 
consistent with that of the preceding year. 


SClMCunet Uses RIDDELL, STEAD & CO. 
March 27, 1970. Chartered Accountants 


NOTES TO FINANCIAL STATEMENTS 


FOR THE YEAR ENDED DECEMBER 31, 1969 


NOTE 1. RECLASSIFICATION 


Where applicable certain 1968 figures have been reclassified to permit 


comparability with 1969. 


NOTE 2. DEPRECIATION 


Fixed assets are being depreciated on the straight-line method using varying 
rates calculated to amortize the cost less residual recovery over the estimated life 
of the assets. 


NOTE 3. OTHER ASSETS 
Advances — Management anticipates that advances amounting to $356,000 
will be recovered from profits of future operations. 


Deferred Charges: Amortization 1969 1968 


Training Expense —ten years to 1979 $421,367 $301,438 
Traffic Development Expense—three years to 1972 188,206 
Debenture Issue Expense —term of the debentures 81,064 


Pre-Delivery Expense —ten years to 1979 39,774 


$730,411 $388,902 
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NOTE 4. LONG-TERM DEBT 


834% 


6¥2% 


LESS 


Loan 


Debenture; repayable by consecutive instal- 
ments of $35,000 in each of the months 
January to June inclusive and December 
and by consecutive instalments of $100,000 
in each of the months July to November 
inclusive to February, 1975; secured by first 
fixed and floating charge on all property 
and assets and other security 


Convertible Debenture — Series A; due Sep- 
tember 15, 1982; with annual purchase 
fund payments of $150,000 in 1970 and 
1971, $200,000 from 1972 to 1975, 
$250,000 from 1976 to 1978, $300,000 from 
1979 to 1981 and a final payment of 
$550,000 in 1982. These commitments may 
be satisfied by cash payment, purchase of 
debentures in the open market at par or 
less, by redemption or conversion to com- 
mon shares 


debentures converted to common shares in 
1969 in partial satisfaction of the 1970 
purchase fund requirement 


payable to a director, with interest at the 
prevailing bank rate; no fixed terms of 
repayment 


Mortgages and agreement for sale; repayable 


by nominal instalments; secured by charges 
on specific assets 


Current maturities 


1969 


$3,795,000 


3,300,000 


10,000 
3,290,000 


200,000 


72,775 
7,357,775 
885,000 


$6,472,775 


1968 


$3,740,000 


3,400,000 


200,000 


82,741 
7,422,741 
845,000 


$6,577,741 


The terms of the 834% Debenture provide restrictions on capital expenditures, 
the payment of dividends, salaries to officers, and retirement of sinking fund 
debentures prior to maturity. 


The 642% Convertible Debenture — Series A trust indenture provides for; 
redemption at the option of the company, in whole or in part, subsequent to 
September 15, 1972 and before maturity at varying prices reducing from 106.5% 
to 100.65%; restrictions on the payment of dividends, salaries and issuance of share 
options to officers; the conditions under which additional funded obligations may 
be issued. 


NOTE 5. CAPITAL STOCK 


During the year the company issued 2,000 shares at the rate of $5 per share 
on the conversion of $10,000 6%2% Convertible Debentures — Series A. 


The 612% Debentures — Series A are convertible into common shares at the 
option of the holder on or before September 16, 1974 at the rate of $5 per share 
to September 15, 1970, at the rate of $6 per share to September 15, 1972 and 
thereafter at the rate of $7 per share to September 16, 1974. 


Of the authorized and unissued common shares, 1,158,000 shares have 
been reserved to provide the maximum number of shares that may be required 
for conversion of the outstanding 612% Debentures, and for the share purchase option 
which the company may elect to grant to the lessor of the Boeing aircraft (note 6). 


NOTE 6. COMMITMENTS 


The company has under lease until April 1976 a Boeing 727 jet aircraft. 
By amendment in 1969, the annual rental is $630,600 (U.S.) for 1969; $772,500 (U.S.) 
for each of the years 1970, 1971 and 1972; thereafter reverting to the prior annual 
rental of $737,000 (U.S.). The total rental applicable to future periods is approximately 
$4,712,500 (U.S.). Under the terms of the agreement the company is entitled to 
purchase the aircraft at the expiration of the lease for $990,695 (U.S.). On April 27, 
1976 the company also must pay the lessor $1,895,000 (Can.) or grant the lessor an 
option, exercisable within one month, to purchase up to 10% of Wardair’s then 
authorized capital stock at $1 per share. Among other things the lease agreement 
restricts payment of dividends redemption of stock and similar distributions. 


The company also has under lease a Boeing 707 jet aircraft from the same 
lessor for a ten year period at an annual rental of $1,358,000 (U.S.) with an option 
to purchase such aircraft at the expiration of the lease for $1,500,000 (U.S.). In doing 


so, the company has granted an option to the lessor to acquire, during the thirty 
day period after April 27, 1976, 100,000 shares of the company at a price of $1 per 
share. The obligation described in the preceding paragraph which was to be per- 
formed by the company on April 27, 1976, has been altered. Now, the company 
may elect at any time between November 27, 1975 and April 27, 1976 (but no later 
than this date) to pay the lessor $1,516,000 (Can.) or to grant an option to the 
lessor for a thirty day period to purchase such number of shares at $1 per share 
which together with the 100,000 optioned shares aforesaid shall total 10% of the 
company’s authorized capital as constituted on the option expiry date. 


A hangar and office facilities are being leased for varying periods up to 1978. 


The company’s commitments on the purchase of flight equipment amounted 
to approximately $344,000 as at December 31, 1969. 


NOTE 7. INCOME TAXES 


The company claims capital cost allowances and other deductions allowed 
for income tax purposes in excess of the related amounts reflected in the accounts, 
and provides in its accounts only for the taxes payable on its taxable income 
for the year. 


This accounting treatment differs from the tax allocation basis under which 
the income tax provision is based on earnings reported in the accounts. If the tax 
allocation basis had been followed in current and prior years, earnings for the 
year would have been reduced by $112,000 ($195,800 in 1968) and the cumulative 
amount by which retained earnings would have been so reduced to December 31, 
1969 is $937,300. 


Notwithstanding the fact that the Accounting and Auditing Research Committee 
of The Canadian Institute of Chartered Accountants recommends the tax allocation 
basis for all but regulated corporations, company management does not concur that 
this method is appropriate. The capital cost allowance on flight equipment allowed 
for income tax purposes is substantially in excess of the depreciation recorded in 
the accounts. Consequently the deferred tax liability which results from the tax 
allocation basis will be indefinitely postponed, and accordingly there should be no 
necessity to provide for an amount where the payment date is indeterminable. 


NOTE 8. DIRECTORS’ AND OFFICERS’ REMUNERATION 


Remuneration of directors and officers in 1969 amounted to $70,750. 


STATISTICS 


FINANCIAL 1969 
Funds — Provided by operations $1,648,801 
Long term debt repaid 855,000 
Shares outstanding 3,237,400 
Earnings per share 12.3¢ 
Yield per international passenger 

mile 2.7¢ 
Operating earnings as % 

of revenue 8.0% 
Revenue as % of invested capital 87.6% 

OPERATING 
International Revenue Service: 

Aircraft miles (000’s) 2,653 
Passenger miles (000’s) 432,878 
Freight ton miles (000’s) 2,231 

PERSONNEL 

Average number of employees 340 


DISTRIBUTION OF SHARE CAPITAL 


Number of 

Residence of Shareholder Shareholders 
Canada 1,099 
United States 16 
Other 2 


Ups 


1968 


$1,340,700 
599,700 
3,235,400 
11.7¢ 


3.2e 


8.3% 
68.5% 


2,037 
253,241 


300 


Shares Held 
3,197,545 


39,555 
300 


3,237,400 


1967 


$1,228,000 
128,000 
3,195,400 
30.3¢ 


3.7c¢ 


18.7% 
90.3% 


1,143 
117,224 


Percentage 
98.76% 
1.22% 
02% 


100.00% 


DIRECTORS: 


MAXWELL W. WARD 
M. D. WARD 

L. C. NICHOLLS 

R. L. BORDEN 

W. T. BROWN 


COMPANY PERSONNEL: 


MAXWELL W. WARD 
R. J. CULKIN 

A. B. FREEMAN 

GS DAIGURLEY, 

Jes ESTOCK 

I. S. J. HUBERDEAU 
J. G. SMALL 

GaINe Re BELLE 

F. DAVYD 

F. S. DORNAN 


HEAD OFFICE: 
TRUSTEES: 


REGISTRAR AND TRANSFER 
AGENT: 


LISTED: 


President, Wardair Canada Ltd. 


Secretary-Treasurer, Wardair Canada Ltd. 


Vice-President, Wardair Canada Ltd. 
President, Greyhound Lines of Canada Ltd. 
President, Odlum, Brown & T. B. Read Ltd. 


President and General Manager 
Vice-President 

Manager of Flight Operations 

Executive Assistant 

Director of Finance 

Comptroller 

Manager of Sales 

Manager of Maintenance 

Supervisor of Aircraft Passenger Service 


Manager of Northern Operations 


26th Floor, C.N. Tower, Edmonton, Alberta 
Montreal Trust Company 


Montreal Trust Company 
Edmonton, Toronto and Vancouver 


Vancouver Stock Exchange 


Bristol 170 at North Pole — Picture Courtesy A. B. Morrow 
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